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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Department 
of  Institutions,  Central  Office  for  the  two  fiscal  years  ended 
June  30,  1980. 


The  audit  was  conducted  by  Newland,  Horn,  Crippen  and  Peck,  P.C. 
under  a  contract  between  the  firm  and  our  office.   The  comments  and 
recommendations  contained  in  this  report  represent  the  views  of  the 
firm  and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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SUMMARY  OF  RECOMMENDATIONS 


As  a  separate  section  in  the  front  of  each  audit  report,  we  include  a  listing 
of  all  recommendations  together  with  a  notation  as  to  whether  the  agency  concurs 
or  does  not  concur  with  each  recommendation.   This  listing  serves  as  a  means  of 
summarizing  the  recommendations  contained  in  the  report  and  the  audited  agencies' 
replies  thereto  and  also  as  a  ready  reference  to  the  supporting  comments.   The 
full  replies  of  the  Central  Office  of  the  Department  of  Institutions  and  the 
State  Auditor  are  included  in  the  back  of  this  report. 

Page 
1.   We  recommend  that  the  Department  contact  the  Department 
of  Administration,  Accounting  Division  for  guidance  in 
placing  the  above  mentioned  account  balance  on  the  State- 
wide Budget  and  Accounting  System  to  provide  general 
ledger  control  over  the  assets  and  liabilities.  2 


Agency  Reply:   Concur.   See  Page  28. 


2.    We  recommend  that  the  Department  accrue  grant  revenue 
in  accordance  with  generally  accepted  accounting  prin- 
ciples and  State  accounting  policy. 


Agency  Reply:   Concur.   See  Page  28. 


We  recommend  that  the  Department  record  advance  grant 
revenue  collections  in  accordance  with  generally 
accepted  accounting  principles  and  State  accounting 

policy. 

Agency  Reply:   Concur.   See  Page  28. 


4.    We  recommend  that  the  Department: 

1.  Strengthen  review  procedures  over  leave  calcula- 
tions; and 

2.  Charge  termination  pay  to  current  year  expenditure. 
Agency  Reply:   Concur.   See  Page  29. 


5.  We  recommend  that  a  reconciliation  be  made  monthly 
between  the  institutions  and  total  charges  and  the 
total  charges  as  reported  on  ABARS. 

Agency  Reply:   Concur.   See  Page  29. 


IV 


SUMMARY  OF  RECOMMENDATIONS  -  CONTINUED 


Page 


We  recommend  that  central  office  reconcile  the  total 
charges  reported  on  the  monthly  ABARS  report  to  those 
billed  interested  parties,  plus  those  not  billed 
(State  cost) . 

Agency  Reply:   Concur.   See  Page  29. 


7.    We  recommend  that  accounts  receivable  balances  be 

controlled  by  general  ledger  entries  on  the  Statewide 
Budgeting  and  Accounting  System. 


Agency  Reply:   Concur.   See  Page  29. 


8.    We  recommend  that  the  insurance  commissioner  take 
whatever  action  is  necessary  to  resolve  the  issue 
with  the  Montana  Physicians'  Service  which  has  been 
outstanding  for  the  past  several  years. 

Agency  Reply:   Concur.   See  Page  31. 


COMMENTS 

GENERAL 

The  Constitution  of  the  State  of  Montana  provides  for  a  State  Department 
of  Institutions.   As  currently  established,  the  Department  of  Institutions  func- 
tions and  responsibilities  include:   (1)  restoring  the  physically  or  mentally 
disabled,  (2)  rehabilitating  the  violators  of  law,  (3)  sustaining  the  vigor  and 
dignity  of  the  aged,  (4)  providing  for  children  in  need  of  temporary  protection 
or  correctional  counseling,  (5)  training  children  of  limited  mental  capacity  to 
their  best  potential,  (6)  rededicating  the  resources  of  the  State  to  the  productive 
independence  of  its  now  dependent  citizens;  and  (7)  coordinating  and  applying  the 
principles  of  modern  institutional  administration  to  the  institutions  of  the 
State.   The  central  office  of  the  Department  of  Institutions  is  responsible  for 
overseeing  the  aforementioned  functions  and  responsibilities  of  the  Department. 

We  performed  a  financial/compliance  audit  of  the  Department  for  the  two  fiscal 
years  1978-79  and  1979-80.   The  objectives  of  the  audit  were  to:   (1)  determine 
if  the  Department's  financial  statements  present  fairly  its  financial  position 
and  results  of  operations  for  the  two  fiscal  years  ended  June  30,  1980;  (2)  determine 
if  the  Department  complied  with  applicable  laws  and  regulations;  and  (3)  make 
recommendations  for  improvements  in  the  management  and  internal  controls  of  the 
Department. 

We  thank  the  director  and  his  staff  for  their  cooperation  and  assistance 
during  the  audit. 

INTERNAL  CONTROL 

As  part  of  our  examination,  we  reviewed  and  tested  the  Department's  system 
of  internal  control  to  establish  a  basis  for  reliance  thereon  in  determining  the 
nature,  timing,  and  extent  of  other  auditing  procedures  necessary  for  expressing 
an  opinion  on  the  financial  statements  and  to  assist  in  planning  and  performing 
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our  examination  of  the  financial  statements. 

The  objective  of  internal  accounting  control  is  to  provide  reasonable,  but 
not  absolute,  assurance  as  to  the  safeguarding  of  assets  against  loss  from  unautho- 
rized use  or  disposition,  and  the  reliability  of  financial  records  for  preparing 
financial  statements  and  maintaining  accountability  for  assets.   The  concept  of 
reasonable  assurance  recognizes  that  the  cost  of  a  system  of  internal  accounting 
control  should  not  exceed  the  benefits  derived  and  also  recognizes  that  the 
evaluation  of  these  factors  necessarily  requires  estimates  and  judgments  by 
management . 

Our  study  and  evaluation  of  the  Department's  system  of  internal  accounting 
control  for  the  two  fiscal  years  1978-79  and  1979-80  would  not  necessarily  disclose 
all  weaknesses  in  the  system  because  it  was  based  upon  selective  tests  of  accounting 
records  and  related  data.   We  found  no  material  internal  control  weaknesses. 

REPORT  CONTENT 

Report  comments  following  relate  to  material  misstatements  in  the  attached 
financial  statements,  potential  management  improvements  and  Department  noncompliance 
with  applicable  statutes. 

CASH 

The  Department  maintains  a  checking  account  for  funds  received  in  trust  for 
youth  in  aftercare  group  homes.   As  of  June  30,  1979,  there  were  also  savings 
accounts  for  some  youths.   The  balances  held  in  trust  as  of  June  30,  1979  and 
June  30,  1980  were  $15,443  and  $5,179  respectively.   These  bank  accounts  and  the 
related  liabilities  have  not  been  recorded  on  the  Statewide  Budgeting  and  Accounting 
System.   We  recognize  that  certain  accounting  problems  will  occur  when  the  trust 
funds  are  placed  on  the  Statewide  Budgeting  and  Accounting  System. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  DEPARTMENT  CONTACT  THE  DEPARTMENT 
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OF  ADMINISTRATION  ACCOUNTING  DIVISION  FOR  GUIDANCE  IN 
PLACING  TRUST  FUNDS  ON  THE  STATEWIDE  BUDGETING  AND 
ACCOUNTING  SYSTEM. 

GRANT  REVENUE  ACCRUAL 

At  fiscal  year-end  1979-80,  the  Department  had  spent  $28,038  for  the  State 
Training  Support  Project  within  the  Alcohol  and  Drug  Abuse  Division  and  had  been 
reimbursed  $18,326.   The  difference  of  $9,712  was  not  recorded  as  an  account 
receivable  and  recognized  as  revenue  in  the  State's  accounting  system  as  required 
by  generally  accepted  accounting  principles  and  management  memo  2-80-1.   The  $9,712 
was  received  and  recorded  as  revenue  during  the  next  fiscal  year. 

This  failure  to  record  the  receivable  materially  misstates  total  assets  in 
the  Federal  and  Private  Revenue  Fund  for  the  year  ended  June  30,  1980.   Total 
revenue  in  the  Federal  and  Private  Revenue  Fund  is  not  materially  misstated. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  DEPARTMENT  ACCRUE  GRANT  REVENUE  IN 
ACCORDANCE  WITH  GENERALLY  ACCEPTED  ACCOUNTING  PRINCIPLES 
AND  STATE  ACCOUNTING  POLICY. 

ADVANCE  COLLECTIONS  OF  GRANT  REVENUE 

At  fiscal  year-end  1979-80  the  Department  had  collected  $2,342  for  the 
Supplemental  Social  Security  Income  Grant  and  had  made  no  expenditures.   The  amount 
of  $2,342  was  not  recorded  as  deferred  revenue  and  deducted  from  revenue  in  the 
State's  accounting  system  as  required  by  generally  accepted  accounting  principles 
and  management  memo  2-80-1.   The  $2,342  will  be  spent  in  the  next  fiscal  year. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  DEPARTMENT  RECORD  ADVANCE  GRANT 
REVENUE  COLLECTIONS  IN  ACCORDANCE  WITH  GENERALLY  ACCEPTED 
ACCOUNTING  PRINCIPLES  AND  STATE  ACCOUNTING  POLICY. 
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VACATION  AND  SICK  LEAVE 

During  our  review  of  leave  records,  we  noted  certain  mathematical  errors  in 
calculating  leave  accrued  and  taken.   These  errors  have  now  been  corrected. 

We  noted  one  instance  in  fiscal  year  1978-79  when  the  Department  incorrectly 
charged  $1,429  of  termination  pay  for  accrued  vacation  and  sick  leave  to  a  prior 
year  expenditure.   This  should  have  been  charged  to  current  year  expenditures. 
The  error  did  not  materially  misstate  the  financial  statements,  however,  it  is  an 
incorrect  accounting  entry. 

RECOMMENDATIONS 

WE  RECOMMEND  THAT  THE  DEPARTMENT: 

1.  STRENGTHEN  REVIEW  PROCEDURES  OVER  LEAVE  CAL- 
CULATIONS; AND 

2.  CHARGE  TERMINATION  PAY  TO  CURRENT  YEAR 
EXPENDITURE. 

REIMBURSEMENTS 

The  Department  of  Institutions  is  required  by  law  to  collect  and  process  per 

diem  and  ancillary  payments  for  the  care  of  residents  in  the  following  institutions; 

(1)  Warm  Springs  State  Hospital; 

(2)  Boulder  River  School  and  Hospital; 

(3)  Galen  State  Hospital; 

(4)  Montana  Veterans'  Home; 

(5)  Montana  Center  for  the  Aged;  and 

(6)  Eastmont  Training  Center. 

The  Department  shall  make  an  assessment  of  amounts  to  be  reimbursed  based  on 
the  resident's  or  financially  responsible  person's  ability  to  pay.   The  Department 
may  not  make  an  assessment  which  would  place  undue  financial  burden  on  the  resident 
or  the  financially  responsible  person. 
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The  interested  parties  which  may  be  billed  for  services,  listed  in  order 
of  priority,  are  as  follows:   (1)  Medicare,  (2)  private  insurance,  (3)  private 
billing,  and  (4)  Medicaid. 

The  Institutions'  per  diem  and  ancillary  charges,  with  the  exception  of  the 
charges  of  the  Montana  Veterans'  Home,  are  processed  by  the  Automated  Billing 
and  Reimbursement  System  (ABARS) .   Input  to  the  system  is  received  by  the  central 
office  from  each  of  the  Institutions.   There  is  no  reconciliation  made  between 
the  Institutions'  input  to  the  ABARS  system  and  the  monthly  report  prepared  by 
this  system. 

RECOMMENDATION 

WE  RECOMMEND  THAT  A  RECONCILIATION  BE  MADE  MONTHLY  BETWEEN 
THE  INSTITUTIONS'  TOTAL  CHARGES  AND  THE  TOTAL  CHARGES  AS 
REPORTED  ON  ABARS. 

The  monthly  ABARS  report  of  the  Institutions'  charges,  by  resident,  is  used 
by  the  central  office  to  manually  bill  interested  parties.   The  central  office 
does  not  maintain  a  dollar  control  over  the  total  charges  billed  to  interested 
parties  and  the  total  that  is  not  billed  (State  cost). 

RECOMMENDATION 

WE  RECOMMEND  THAT  CENTRAL  OFFICE  RECONCILE  THE  TOTAL 
CHARGES  REPORTED  ON  THE  MONTHLY  ABARS  REPORT  TO  THOSE 
BILLED  INTERESTED  PARTIES,  PLUS  THOSE  NOT  BILLED 
(STATE  COST). 

The  central  office  does  not  maintain  a  general  ledger  dollar  control  over 
accounts  receivable  interested  parties  in  the  Statewide  Budgeting  and  Accounting 
System. 
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RECOMMENDATION 

WE  RECOMMEND  THAT  ACCOUNTS  RECEIVABLE  BALANCES 
BE  CONTROLLED  BY  GENERAL  LEDGER  ENTITIES  ON  THE 
STATEWIDE  BUDGETING  AND  ACCOUNTING  SYSTEM. 

The  Department  routinely  reviews  old  unpaid  accounts  and  makes  required 
efforts  to  collect.   If  the  Department  is  not  successful  in  their  collection 
attempts,  the  accounts  are  written  off  and  turned  over  to  the  Department  of 
Revenue  for  collection. 

The  Department  has  billed  Montana  Physicians  Services  (MPS)  for  services 
on  all  acute  in-patient  care  and  any  out-patient  ancillary  services  since 
February  14,  1973,  when  Senate  bill  170  was  signed  into  law.   MPS  has  refused  to 
honor  these  claims  which,  to  date,  amounts  to  $307,570.   The  last  action  on  thig 
matter  was  September  20,  1979,  when  the  Department  received  the  Insurance 
Commissioner's  opinion  that  MPS  must  pay  claims  as  submitted. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  INSURANCE  COMMISSIONER  TAKE 
WHATEVER  ACTION  IS  NECESSARY  TO  RESOLVE  THIS  ISSUE 
WITH  MPS  WHICH  HAS  BEEN  OUTSTANDING  FOR  SEVERAL  YEARS. 
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PRIOR  REPORT  RECOMMENDATIONS 

Listed  below  are  the  recommendations  in  the  Department's  prior  audit  report 
and  the  Department's  implementation  or  non-implementation. 


Partially       Not 
Implemented   Implemented   Implemented 

1.  Record  youth  demand  accounts  on  the 
Statewide  Budgeting  and  Accounting 

System.  X 

2.  Authorization  from  the  State  Treasurer 
for  the  deposit  of  savings  accounts 

held  in  trust.  X 

3.  Provide  a  dollar  control  of  accounts 

receivable.  X 

4.  Provide  an  ageing  of  accounts  receivable 

for  collection  purposes.  X 

5.  Provide  a  control  of  total  charges  which 

are  entered  on  individual  account  records.  X  X 

6.  An  annual  determination  of  ability  to 

pay  be  on  file  at  the  Department.  X 

7.  Department  establish  a  formal  policies 
and  procedures  manual  for  the  reimburse- 
ment function.  X 

8.  Complete  physical  inventory  of  fixed 

assets.  X 

9.  Fix  responsibility  for  physical  control 

of  fixed  assets.  X 

10.  Establish  guidelines  for  purchase  and 
disposal  of  fixed  assets.  X 

11.  Centralize  dollar  and  physical  control 

of  all  fixed  assets.  X 

12.  Establish  historical  cost  or  assigned 

values  to  all  fixed  assets.  X 

13.  Estimates  be  used  to  accrue  support 
expenditures  for  community  service 
contracts  for  the  last  month  of  the 

fiscal  year.  X 
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Implemented 


Partially 
Implemented 


Not 
Implemented 


14.   The  statewide  Budgeting  and  Accounting 
System  be  reviewed  to  determine  the 
possibility  of  revising  the  system  to 
eliminate  the  need  for  the  double  entry 
of  accounts  receivable. 


15.  That  whenever  a  difference  exists 
between  two  accounts  which  offset 
for  financial  statement  purpose,  the 
differences  be  reconciled  and  adjusted 
on  a  timely  basis. 

16.  That  agencies  which  no  longer  transact 
financial  activity  on  an  accounting 
entity  be  closed  to  properly  maintain 
the  general  ledger  for  those  entities. 

17.  That  procedures  be  instituted  to  pre- 
clude the  ability  to  allocate  more 
authority  than  is  available  to  the 
various  programs  of  the  Department. 

18.  That  invoices  and  duplicate  copies  be 
cancelled  or  voided  when  the  trans- 
fer warrant  claim  is  signed. 

19.  That  when  contract  reimbursements 
are  reviewed  on  a  monthly  basis,  doc- 
umentation of  the  validity  of 
questionable  items  be  provided  by 
the  person  responsible  for  the  review 
function. 

20.  That  transactions  eliminating  expen- 
ditures against  fund  balance  be 
adequately  controlled  by  an  agency 
outside  the  Department. 

21.  That  a  procedure  be  instituted  to 
reconcile  the  monthly  PSE  cash 
request  cumulative  expenditures  and 
receipts  to  the  amounts  recorded  on 
SBAS. 


Not  addressed  to  this  Department, 
but  was  implemented. 


Department  did  not  concur  -  we 
agree  with  the  Department. 


Department  did  not  concur  -  that  there 
was  a  weakness  -  we  agree  with  the 
Department . 


Not  addressed  to  this  Department, 


22.  That  the  Board  of  Crime  Control  be 
contacted  to  determine  the  disposition 
of  the  remaining  grant  funds. 

23.  Charge  an  expenditure  to  the  appro- 
priate fund  at  time  the  expenditure  is 
incurred. 

24.  Determine  that  grant  awards  are  in 

the  overall  interest  of  the  Department. 
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25.  Attempt  to  change  the  methods  of 
funding  for  a  reimbursement  basis 
to  advance  fund. 

26.  That  an  organized  grant  file  be 
established  for  each  grant. 


Partially       Not 
Implemented   Implemented   Implemented 


Of  the  recommendations  not  implemented,  we  have  discussed  those  which  still 
apply  to  the  Department  in  this  report. 


AUDITOR'S  OPINION 


AND 


FINANCIAL  STATEMENTS 


NEWLAND,  HORN,  CRIPPEN  &  PECK.  P.C. 

CERTIFIED   PUBLIC   ACCOUNTANTS 
53   WEST    BHOAOWAV 

BUTTE.  MONTANA     59701 


1-L.tAM    B     HORN 
IBERT    L     CRIPPEN 
NNIS  W.   PECK 


RON  Al_0  W      H  ANN 
JOHN    F.    BURN! 


The  Legislative  Audit  Committee 
of  Montana  State  Legislature: 


We  have  examined  the  balance  sheet  of  the  Department  of  Institutions  as  of 
June  30,  1980,  and  statements  of  operations  for  two  years  ended  June  30,  1980 
as  listed  in  the  Table  of  Contents  of  this  report  for  the  Department  of  Institu- 
tions.  Our  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  of  the  accounting  records  and  such 
other  auditing  procedures  as  we  considered  necessary  in  the  circumstances. 

Total  assets  and  the  June  30,  1980  fund  balance  in  the  Federal  and  Private 
Revenue  Fund  are  understated  by  $9,713  as  a  result  of  the  failure  to  accrue 
grant  revenues.   Accrual  of  grant  revenues  earned  is  required  by  generally 
accepted  accounting  principles  and  State  accounting  policy.   This  matter  is 
discussed  further  on  page  three  (3)  of  the  accompanying  report. 

In  our  opinion,  except  for  the  matter  discussed  in  paragraph  two  (2)  above, 
the  balance  sheet  for  the  Federal  and  Private  Revenue  Fund  presents  fairly  the 
financial  position  as  of  June  30,  1980  and  results  of  operations  of  the  fund  for 
the  year  then  ended  in  conformity  with  generally  accepted  accounting  principles 
applied  on  a  consistent  basis. 

In  our  opinion,  the  financial  statements  listed  below  present  fairly  the 
financial  position  of  the  Department  of  Institutions  as  of  June  30,  1980  and  the 
results  of  its  operations  and  changes  in  its  fund  balances  for  the  fiscal  year 
then  ended,  in  conformity  with  generally  accepted  accounting  principles  which 
have  been  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


Statements 


Balance  Sheet,  June  30,  1980 


Combined  Statement  of  Revenue, 
Expenditures  and  Changes  in  Fund 
Balances,  Fiscal  Years  Ended 
June  30,  1979  and  1980 


Funds  Fairly  Presented 

General  Fund 
Earmarked  Revenue  Fund 
Federal  and  Private  Grant 

Clearance  Fund 
Bond  Proceeds  and  Insurance 

Clearance  Fund 
Revolving  Fund 

General  Fund 
Earmarked  Revenue  Fund 
Federal  and  Private  Revenue 

Fund 
Federal  and  Private  Grant 

Clearance  Fund 
Bond  Proceeds  and  Insurance 

Clearance  Fund 
Revolving  Fund 
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The  Legislative  Audit  Committee 

of  Montana  State  Legislature: 
Page  2 


Statements 

Statement  of  General  Fixed  Assets; 
June  30,  1980 


Funds  Fairly  Presented 


All  Funds 


The  accompanying  Schedules  of  Expenditures  by  Object,  Schedule  of  Youth  Demand 
Accounts,  and  the  columns  on  the  accompanying  Balance  Sheet  and  Statements  of 
Revenues,  Expenditures  and  Changes  in  Fund  Balances  captioned  "Totals,  Memorandum 
Only"  are  not  necessary  for  a  fair  presentation  of  the  financial  statements  but  are 
presented  as  additional  analytical  data.   This  information  has  been  subjected  to 
the  tests  and  other  auditing  procedures  applied  in  the  examination  of  the  accompany- 
ing financial  statements  and,  in  our  opinion,  is  fairly  stated  in  all  material  res- 
pects in  relation  to  the  financial  statements  taken  as  a  whole  except  as  this 
information  relates  to  the  misstatement  discussed  in  paragraph  two  (2)  of  this 
opinion. 


Respectfully  submitted. 


/I 


NEWLAND,  HORN,  CRIPPEN  &  PECK,  P.C. 
Certified  Public  Accountants 


October  16,  1980 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 
COMBINED  STATEMENT  OF  REVENUE,  EXPENDITURES  AND  CHANGES  IN  FUND  BALANCES 
BUDGET  AND  ACTUAL  -  ALL  FUNDS  -  CONTINUED 
For  the  Fiscal  Year  Ended  June  30,  1980 


REVENUES 

Federal  indirect  cost  reimbursements 

Per  diem  reimbursements 

Service  reimbursements 

Federal  grants  and  contracts 

Insurance  company  reimbursements 

State  grants  and  contracts 

Prison  manufactured  goods 

Total  revenues 

EXPENDITURES 


Director 

Management  services  division 

Alcohol  &  drug  abuse  division 

Division  of  mental  health,  mental  retar- 

D  dation  and  ageing 

Correction  division 

Total  expenditures 


Totals 
(Memorandum  Only) 

Budget 

Actual 

Va 

Fa^ 

(Unf< 

$ 

( 
( 

riance 

i/orable 

avorable) 

$     3,088 
7,313,375 

-0- 
1,551,988 
-0- 
-0- 
80,203 

$    69,429 

7,992,615 

26 

1,542,085 

2,733 

12,522 

20,262 

66,341 

679,240 

26 

9,903) 

2,733 

12,522 

59,941) 

8,948,654 

9,639,672 

691,018 

339,474 

831,743 

3,329,736 

269,172 

811,100 

3,001,403 

70,302 

20,643 

328,333 

3,939,437 
3,744,412 

3,888,683 
2,570,809 

1 

50,754 
,173,603 

12,184,802 

10,541,167 

1 

,643,635 

Excess  of  current  revenue  over  (under) 
current  expenditures 

OTHER  FINANCING  SOURCES  (USES) 
Prior  year  adjustments 
Support  from  (to)  the  general  fund 
Transfers  from  (to)  other  entity 


(   3,236,148) 


(     10,635) 
822,808 
1,996,666 


901,495) 


(     10,635) 
(   1,004,890) 
1,996,666 


2,334,653 


-0- 

(  1,827,698) 

-0- 


Excess  of  revenue  over  (under)  expenditures 

and  other  uses  (    427,309) 

Fund  balance  -  July  1,  1979  86,317 


Fund  balance  -  June  30,  1980 


($   340,992) 


79,646 
86,317 


165,963 


The  notes  to  the  financial  statements  are  an 
integral  part  of  this  statement. 


506,955 

-0- 

$  506,955 
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DEPARTMENT  OF  INSTITUTIONS 


STATEMENT  OF  GENERAL  FIXED  ASSETS 


June  30.  1980 


General  Fixed  Assets: 

Furniture  and  fixtures  $279,018 

Equipment  67,360 

Vehicles  204,534 

Total  general  fixed  assets  $550,912 


The  notes  to  the  financial  statements  are  an 
integral  part  of  this  statement. 
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DEPARTMENT  OF  INSTITUTIONS 
NOTES  TO  THE  FINANCIAL  STATEMENTS 
Two  Fiscal  Years  Ended  June  30,  1980 

1.    SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  Department's  financial  statements  were  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS). 

Basis  of  Accounting 

The  State  of  Montana  utilizes  the  modified  accrual  basis  of  accounting. 
Under  the  modified  accrual  basis  of  accounting,  revenues  are  recorded  when 
received  unless  they  are  susceptible  to  accrual,  and  expenditures  are  recorded 
when  a  valid  obligation  is  incurred. 

Revenues  are  susceptible  to  accrual  if  they  are  measurable  and  available 
to  finance  expenditures  of  the  fiscal  period  or  are  not  received  at  the  normal 
time  of  receipt. 

With  the  following  clarifications,  a  valid  expenditure  obligation  exists 

when  the  associated  liability  is  incurred. 

The  liability  amount  associated  with  unused  accumulated 
vacation  and  sick  leave  at  June  30,  1980,  is  maintained  on  an 
hourly  basis  rather  than  by  dollar  amount.   The  monetary  lia- 
bility is  not  calculated  until  an  employee  terminates.   Upon 
termination,  qualifying  employees  are  paid  at  their  current 
rate  for  100  percent  of  accumulated  vacation  and  25  percent 
of  unused  sick  leave. 

The  anticipated  cost  of  equipment  is  expenses  in  the 
fiscal  year  in  which  budgeted. 

Goods  ordered,  but  not  received  as  of  the  fiscal  year- 
end,  may  be  accrued  if  the  purchase  order  was  issued  in  the 
fiscal  year  in  which  the  anticipated  expenditure  is  to  be 
accrued. 

Fund  Types 

The  State  of  Montana  accounts  are  organized  by  a  fund  structure  as  out- 
lined in  Section  17-2-102,  MCA.   For  financial  presentation,  these  funds  have 
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been  reclassified  according  to  the  National  Council  on  Governmental  Accounting 
(NCGA) ,  Governmental  Accounting  and  Financial  Reporting  Principles. 

Governmental  Funds 

The  General  Fund  -  to  account  for  all  monies,  except  those  monies 
required  to  be  accounted  for  in  another  fund.   General  Fund  monies  deposited 
in  the  State  treasury  are  available  to  defray  the  costs  of  State  government. 

Special  Revenue  Funds  -  to  account  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures  for  specified 
purposes.   Special  Revenue  Funds  include  the  Earmarked  Revenue  Fund  and  the 
Federal  and  Private  Revenue  Fund. 

Fiduciary  Funds 

Trust  and  Agency  Funds  -  to  account  for  assets  held  by  a  governmental 
unit  in  a  trustee  capacity  or  as  an  agent  for  individuals,  private  organi- 
zations, or  other  governmental  units.   Fiduciary  Funds  include  the  Federal 
and  Private  Grant  Clearance  Fund,  Bond  Proceeds  and  Insurance  Clearance 
Fund,  and  the  Revolving  Fund. 

Inventories 


There  is  no  recorded  asset  for  supplies  inventory.   Supplies  are 
expensed  at  the  time  of  purchase. 

RETIREMENT  PLAN 

Employees  are  covered  by  the  Public  Employees'  Retirement  System,  a 
contributory  plan  under  which  the  State  contributes  6.2  percent  of  an 
employee's  gross  wages  and  the  employee  contributes  6  percent  of  his  gross 
wages  to  the  plan.   The  Department  incurred  pension  costs  of  $153,661  and 
$162,835  during  fiscal  years  1978-79  and  1979-80,  respectively. 

The  State's  policy  is  to  fund  accrued  pension  costs.   At  June  30,  1978, 
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the  Public  Employees'  Retirement  System  was  actuarially  sound.   The  un- 
funded past  service  costs  and  the  actuarially  computed  value  of  vested 
venefits  were  not  readily  available  for  members  of  the  plan  employed  by 
the  Department. 

3.  GENERAL  FUND  BALANCE 

The  State's  General  Fund  beginning  and  ending  fund  balance  on  a  non- 
consolidated  basis  is  zero  since  any  balance  in  the  fund  is  owed  to  the 
consolidated  entity  at  fiscal  year-end. 

4.  CASH  RESTATEMENT 

To  reflect  the  actual  June  30,  cash  balance  for  financial  statements 
purposes,  the  Department  of  Administration  restated  (increased)  cash  in 
treasury  and  accrued  liabilities  balances  to  reflect  cash  paid  during  the 
1979-80  fiscal  year-end  adjustment  period. 

5.  OPERATING  BUDGETS 

Appropriations  in  the  General  Fund  account  were  overspent  by  $5,124 
in  the  Management  Services  Program  and  by  $4,474  in  the  Alcohol  and  Drug 
Abuse  Program  during  fiscal  year  1979-80.   Total  Department  General  Fund 
expenditures,  however,  did  not  exceed  total  Department  General  Fund  appro- 
priation authority. 

6.  PENDING  LITIGATION 

The  Department  of  Institutions  is  a  defendant  in  a  class  action  suit 
instituted  by  patients  at  Warm  Springs  State  Hospital.   The  suit  is  for 
approximately  one  million  dollars  and  alleges  that  the  State  hospital  lacks 
the  necessary  legal  authority  to  control  patient's  money  and  to  pay  reim- 
bursement charges.   The  outcome  of  this  suit  is  uncertain  at  the  date  of 
this  report. 


LEASES 

The  Department  made  payments  of  approximately  $166,500  and  $178,500 
for  leased  facilities  and  equipment  in  fiscal  year  1978-79  and  1979-80, 
respectively.   Lease  rentals  are  recorded  as  expenditures  over  the  lease 
term  as  they  become  payable.   Commitments  under  lease  agreements,  classified 
as  operating  leases,  provide  for  the  following  minimum  lease  payments: 

1981  $71,942 

1982  3,543 

1983  1,145 


-22- 


<f  o 

_, 

m 

o  m 

(>4 

r^ 

o  u^ 

^ 

— r 

ra 

CS4 

u-l 

CsJ 

00 

O 

in 

m 

0^ 

CM 

rg 

o> 

^D<toO'm^-mr-'Ln 
— <mr^-<j-vnmmoN 

CNOOO-^tOOCNJO 

CNJcomcTNcrvrsiCNjoj 

un  — t  — t  — .  -^ 


f^J 

o 

ro 

00 

r^ 

o 

CO 

rsj 

00 

00 

-^ 

vO 

-a- 

CM 

r^ 

a< 

eJ^ 

o 

in 

a^ 

p^ 

ON 

O  Q 
U 


CM  — ' 


a. 

x£) 

^D 

rsi 

^ 

o 

«• 

^H 

\D 

Ov 

. — 1 

^^ 

<3- 

^^ 

^    ro   o^   r^   "iD    Q>  v£>   On] 

00  en  ^  \D  -^  m  o  rsj 

CT«    O    --•    CN    \0    rn   CM    O 

o«^'^u^invo-3-co 
en  in  CT\  \D  o  •-'  CM  -H 


00 

n 

c-1 

CM 

\D 

o 

CT^ 

r^ 

CO 

(N 

CM 

CM 

in 

CT> 

en 

O 

CM 

a^ 

VO 

O 
CM 

c 

o 

» 

■H 

x: 

XJ 

U-l 

4J 

™ 

M 

O 

f-H 

•c 

c 

n] 

^ 

•H 

c 

4) 

fl 

(U 

o 

X 

i-» 

M 

•H 

11 

< 

y} 

•~-i 

Di 

•H 

to 

•o 

> 

4-) 

.— ( 

c 

H 

c 

n 

CO 

o 

01 

4-> 

S 

c 

U 

CJ 

{3^ 

(— 1 

r^ 

u^ 

CJ> 

b 

H 

_i 

O 

O 

■T3 

u 

C     <U 

J 

•-! 

o 

ra   M   c 

2 

oa 

en 

d    o 

O 

.-H    J3    -H 

H 

0) 

o  <    m 

Z 

>^ 

C 

x:        -H 

u 

CO 

D 

O     00    > 

o 

>-1 

O     D    -H 

t/1 

^     U,    Q 

1 

u 

•o 

<    Q 

OS 

dJ 

w 

3 

■o 

z 

H 

c 

o 

M 

Id 

hH 

Q 

t- 

z 

Lj 

U 

3 

u 

n 

c        c 

H 

cu 

(U 

cu     QJ      O 

M 

x 

>- 

S     O    -H 

H 

u 

0)    -H     M 

tn 

.H 

00    >    -H 

z 

to 

n 

to     !-■     > 

M 

o 

o 

C     0)    -H 

n 

CO  t/5  o 

to 

u 

*H 

S 

o 

3 

to 

H 

Q 

0) 

Z 

U 

J= 

X 

4-1 

}^ 

S 

u 

o 

(« 

l-t 

4-> 

§ 

£ 

o 

0) 

cu 

V 

M 

■H 

Q 

o 

-H  (TO 


O    O   <T» 

cn  in  ^ 
r^  in  cr- 


ON 

U1 

r^ 

^ 

O 

vO 

<r 

en 

^ 

00 

<r 

CO  in  CM  vo  <r  ^  c^  ol       a^ 
o  r^  in  fO  CO  o  --'  — «         n-i 

<T   0~»    ^O    ^X5    O    •— «    ^H    ^H  ,-H 


o  CO  CM  in  o 
-<r        ^(  ^  _. 


CM 

r* 

cn 

fn 

r^ 

,—1 

in 

in 

o 

.—1 

m 

'>£>coocT»r^Lnin'j- 
Ocor^-— t'-'OOcMvc 
tnincn^r^cT'r-^in 


CT»    CM    CM    <J-    CO 
00    —1    CM   vD    CO 


CM 

O 

00 

<r 

r-- 

r^ 

,_, 

CO 

cn 

o 

OT 

<r 

-T 

CT^ 

CN 

vO 

in 

00 

CO 

r-^ 

r~- 

^H 

in 

C^ 

o 

o 

00 

C5 

<J^ 

O 

en 

00 

00 

r^ 

in 

CM 

m 

0^ 

o 

CM 

en 

in 

CM 

"^ 

"^ 

CM 

cJ^o^lnlnc^)lnOLn 
<rcooor-JOco-HoO 
co^MO^OQOaO^O^^ 

O  CO  r-.  CO  -T  ^ 


3 

TJ 


to 

■H 

to 

tu 

!> 

(1) 

CO 

■H 

u 

c 

■a 

•H 

OJ 

01 

c 

> 

CO 

CJ 

D. 

•M 

M 

rH 

c 

X 

m 

CO 

to 

tu 

to 

O 

m 

CD 

•H 

c 

01 

4-1 

c 

OJ 

l-< 

tu 

00 

to 

o 

o   to 

rH 

*. 

O 

CU 

4J 

c 

HI 

V4 

to 

H 

.• 

■H     iJ 

to 

(0 

•H 

4-1 

c 

•rH 

u 

3 

6 

to 

U 

U} 

*J    -H 

c 

tu 

> 

10 

•H 

4J 

1-1 

o 

■H 

tu 

to 

0) 

to   U-. 

o 

CO 

^ 

e 

to 

to 

to 

lO 

3 

to 

to 

V4 

•-I 

o 

to   a> 

CO 

c 

0) 

c 

e 

tu 

M 

o 

^ 

3 

CO 

■H 

c   c 

u 

cu 

to 

T3 

o 

m 

<u 

CO 

7-i 

<J 

4J 

O 

> 

tu   <u 

CD 

a. 

c 

•H 

•a 

c 

D. 

to 

■H 

U 

a.  XI 

O- 

X 

■V 

to 

4-t 

c 

tu 

O 

tu 

V4 

-a 

-a 

to 

HJ 

E 

(U 

11 

to 

to 

to 

o. 

u 

tu 

a 

c 

OS 

CO 

to 

O    OJ 

^ 

4-1 

CO 

a 

(U 

X 

i-H 

to 

-o 

to 

cu 

3 

o 

O     (U 

CO 

tlO 

a 

cu 

■H 

■H 

to 

tu 

to 

4-) 

to 

4-J 

(U 

D. 

H 

rH 

•rH 

>% 

4-1 

c 

to 

■H 

c: 

i-H 

4J 

u 

U 

c 

00 

Cfi 

to 

CO 

X 

i-i 

10 

u 

)-    o 

O 

•H 

u 

r-i 

d 

tu 

■H 

•r-t 

u 

o 

(U 

c 

•  • 

4-) 

CU 

a 

c 

a 

<U    -H 

H 

4J 

4J 

cx 

> 

4J 

.-H 

CO 

a 

H 

E 

•H 

CO 

e 

e 

•H 

z 

O 

^ 

j=    a. 

to 

c 

a. 

g 

to 

c 

•H 

o.  j: 

a 

•o 

4-1 

o 

o 

14-4 

t— < 

to 

to 

to 

w  e 

)-• 

o 

3 

0 

u 

a; 

Ut 

01 

4-1 

•H 

-H 

C 

1-^ 

u 

lU 

to 

^ 

ti 

w 

O   to 

tu 

u 

en 

o 

H 

OS 

3 

a: 

o 

3 

•H 

CO 

to 

to 

c 

4J 

OJ 

p. 

o- 

3 

u 

11 

o 

to 

to 

o 

w 

pa 

IL5 

la 

H 

-23- 


m  ^ 

CT^ 

<T    CM 

■^ 

-^    ON 

O 

o  ^ 

r^ 

00   (^ 

iTi 

^D  -^r 

.— 1 

rO 

^-■v^ooooo^ocom 

<NC000C0-^O<f0N 

m  — «  — I  — 4  CM 


CN 

-3- 

vO 

OO 

O 

-d- 

a^ 

n-) 

O 

vD 

<r 

CM  <r 

vO 

-3-  r- 

00  in 

<r 

<r  in 

o 

CM    CM 

m 

CM    CM 

-J 

■co- 

^^ 

ONin— 'cMcocMom 
oo-Hooorsj<r.— <<j- 

CM\0— *O00OCMin 

o>X)<rvO-<roocn^H 

OCOOO-vJ-— !■— <CM<-H 


CM 

CM 

in 

m 

in 

o 

\o 

^o 

00 

CM 

n) 

^ 

c 

0) 

a 

o 

X 

4J 

H 

u 


CO 

z 

o 

M 

H 
H 


O 


H 
Z 


H 

< 

M 

Q 


o 

CO 

o 

H 

U 

u 

(V 

-1 

o 

pa 

en 

o 

<u 

>• 

c 

09 

3 

T 

M 

w 

•a 

Qi 

u 

n 

t3 

H 

c 

t-H 

u 

a 

z 

^ 

u 

ra 

&J 

(11 

x 

S-i 

u 

iH 

b. 

10 

o 

u 

m 

w 

•H 

►J 

fe 

o 

Q 

01 

u 

x; 

a: 

i^ 

u 

M 

)-i 

o 

b. 

to    01 


-I    c 
ra    CO 


C  01 

CO  0)  c 

3  O 

.-I  J3  -H 

o  <  m 

J=  -H 

O  6C  > 

CJ  3  -H 

^  u  a 

<  Q 


c 

. 

111 

<u 

o 

6 

u 

■H 

OJ 

•rH 

(0 

00 

> 

•H 

CO 

Vi 

> 

C 

o 

•H 

1 

en 

Q 

CM    v£> 

00 

o^  in 

<r 

-3-   O 

in 

r^  m 

o 

in  <T 

o 

CM 

m 

ln^£>vDO^cMmlnQ0 
rO\Oinm-^CT\sooo 
com"— 'Ommr^co 


O  r^ 

r^ 

ON  in 

•^ 

r^  ^ 

ON 

-^  en 

<r 

r^  00 

in 

in 

O'.D^-r^— «cr>Q0r^ 
cMCMOinmovoco 

OCOOO'X)COOOOO 
—t    CO   CM    O    CM    —  >T 


C3^ 

CN 

CJ^ 

O 

cn 

o 

en 

-J 

o 

en 

m 

<r 

ON 

m 

o 

^^ 

^H 

o 
o 

•"" 

en 

^£>  m 

ON 

CM    O 

CM 

O   \0 

O 

ON  r^ 

vO 

n  CJN 

f^ 

in 

"1 

in  -^ 

a\ 

C7V  m 

CM 

0^   in 

m 

^£)  r^ 

-3- 

00    CM 

^H 

CM 

<n- 

cn  r-^  cn  CO  m  CM  m 
m  vo  in  in  CM  o  O 
r^  00  o  ^  —  r--.  00 


OO-^r^O-3-CMOO 
in^^ONcnoomooN 
<ro-Hsor^m— <oo 

<j  en  r^  r^  O         — * 


0) 

m 

o 

w 

Qi 

01 

CO 

rH 

•H 

>. 

u 

CO 

U 

o 

o 

C 

CO 

rH 

H 

o 

f-H 

D. 

X 

CO 

g 

u 

Cfl 

tJ 

CO 


<ll 

» 

a 

(U 

u 

en 

CJ 

o. 

.H 

c 

><: 

CO 

CO 

(U 

en 

•H 

c 

(U 

k< 

Oi 

00 

ej 

CU 

4-> 

c 

w 

■H 

4-) 

c 

*H 

OJ 

> 

CO 

■H 

U 

en 

^ 

e 

en 

CO 

en 

CO 

c 

(U 

C 

s 

OJ 

l-l 

a) 

en 

T3 

o 

en 

01 

a. 

C 

•H 

T! 

B 

o. 

X 

T) 

CO 

4^ 

C 

01 

o 

01 

CI 

CO 

en 

CO 

o. 

4-1 

en 

ej 

a) 

K 

>H 

00 

o 

(U 

•H 

■H 

en 

OJ 

CO 

c 

CO 

•H 

c 

rH 

w 

u 

4-1 

■H 

u 

-H 

3 

(U 

•H 

•H 

h 

o 

4J 

^ 

a 

e 

> 

JJ 

M 

CO 

CU 

H 

ej 

c 

a 

s 

CO 

c 

•H 

D.  J= 

3 

o 

3 

o 

u 

01 

J-l 

0) 

u 

73 

u 

en 

ej 

H 

a: 

O 

OS 

o 

(!) 

a 

u 

3 

g 

3 

u 

O 

•H 

O 

3 

en 

CO 

CO 

o 

^ 

6 


en 

E 

g 

4J 

o 

o 

c 

u 

u 

CO 

pL. 

fc. 

c 

a 

(0 

•o 

CU 

en 

(14 

4J 

•H 

S 

u-i 

o 

OJ 

l-t 

c 

t4-4 

CD 

CO 

T3 

C 
(U 


o 

H 


-24- 


DEPARTMENT  OF  INSTITUTIONS 


YOUTH  DEMAND  ACCOUNTS 
SCHEDULE  OF  ACCOUNT  BALANCES 


For  the  Fiscal  Years  Ended  June  30,  1980  and  1979 


SCHEDULE  3 


Balance  -  July  1,  1978 
Receipts  -  1978-79 
Disbursements  -  1978-79 
Balance  -  June  30,  1979 
Receipts  -  1979-80 
Disbursements  -  1979-80 
Balance  -  June  30,  1980 


$23,076 

5,424 

(  13,030) 

15,470 

8,176 

(  18,467) 

$  5,179 


Accountability 

Cash  in  checking 
Cash  in  savings 

June  30,  1979 


$  8,171 
7,299 

$15,740 


Cash  in  checking 
June  30,  1980 


5,179 
$  5,179 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 


NOTES  TO  SCHEDULES 


June  30,  1980 


1.    ACCOUNTING  ERROR 

In  fiscal  year  1978-79,  the  Department  made  an  accounting  error  within 
the  Corrections  Division  causing  a  negative  balance  for  equipment  expenditures 
in  the  Department's  Schedule  of  Expenditures  by  Object  for  fiscal  year  ended 
June  30,  1979.   The  misstatement  was  not,  however,  material  to  the  schedule, 
taken  as  a  whole. 
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AGENCY  REPLIES 


DEPARTMENT  OF  INSTITUTIONS 


THOMAS  L.  JUDGE.  GOVERNOR 


1539  ELEVENTH  AVENUE 


STATE  OF  MONTANA' 


(406)449-3930 


HELENA.  MONTANA  59601 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT    59601 

Gentlemen: 


October  30,  1980 


We  have  reviewed  the  audit  report  prepared  by  Newland,  Horn,  Crippen 
and  Peck,  P.C,  Certified  Public  Accountants,  of  the  Central  Office  of  the 
Department  of  Institutions. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 
Our  response  to  recommendations  is  attached. 


Sincerely, 


r?^ 


Lawrence  M.  Zanto   . 
Director 


LMZ:jw 

Attachment 


AN  EQUAL  OPPORTumry  EMPLOYER 
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DEPARTMENT  OF  INSTITUTIONS 
CENTRAL  OFFICE  AUDIT  RECOMMENDATION  AND  RESPONSES 


CASH 


Recommendation  #1 

We  recommend  that  the  Department  contact  the  Department  of  Administration, 
Accounting  Division,  for  guidance  in  placing  the  above  mentioned 
account  balance  on  the  Statewide  Budget  and  Accounting  System  to 
provide  general  ledger  control  over  the  assets  and  liabilities. 

Response  #1 

The  Department  concurs  with  this  recommendation.   The  Department  of 
Administration  will  be  contacted  for  assistance  with  this  recommendation 
as  well  as  similar  recommendation  for  the  Institution,  pertaining  to 
Patient /Inmate  accounts. 

GRANT  REVENUE  ACCRUAL 

Recommendation  #2 

We  recommend  that  the  Department  accrue  grant  revenue  in  accordance 
with  generally  accepted  accounting  principles  and  state  accounting 
policy. 

Response  #2 

The  Department  agrees  with  this  recommendation  in  theory  and  will  to 
the  best  of  its  ability  comply.   However,  due  to  the  brief 
fiscal  year  end  processing  period  and  the  concurrent  processing 
of  expenditures,  it  is  not  possible  to  precisely  match  revenues 
accrued  to  amounts  expended. 

ADVANCE  COLLECTIONS  OF  GRANT  REVENUE 

Recommendation  //3 

We  recommend  that  the  Department  record  advance  grant  revenue 
collections  in  accordance  with  generally  accepted  accounting  principles 
and  state  accounting  policy. 

Response  #3 

The  Department  agrees  with  this  recommendation  in  theory  and  will 
to  the  best  of  its  ability  comply.   However,  due  to  the  brief 
fiscal  year  end  processing  period  and  the  concurrent  processing 
of  expenditures,  it  is  not  possible  to  precisely  match  revenues 
accrued  to  amounts  expended. 
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VACATION  AND  SICK  LEAVE 
Recommendation  #4 
We  recommend  that  the  Department: 

1.  Strengthen  review  procedures  over  leave  calculations;  and 

2.  Charge  termination  pay  to  current  year  expenditure. 

Response  #4 

1.  The  Department  concurs  with  this  recommendation.   Additional 
review  has  been  implemented. 

2.  The  Department  concurs  with  this  recommendation.   This  is  the 
Department's  procedure  and  the  entry  was  made  in  error. 

REIMBURSEMENTS 

Recommendation  //5 

We  recommend  that  a  reconciliation  be  made  monthly  between  the 
institutions  total  charges  and  the  total  charges  as  reported 
on  ABARS. 

Response  #5 

The  Department  concurs  with  this  recommendation.   This  will  be 
implemented  pending  the  completion  of  the  ABARS  system. 

Recommendation  #6 

We  recommend  that  central  office  reconcile  the  total  charges 
reported  on  the  monthly  ABARS  report  to  those  billed  interested 
parties,  plus  those  not  billed  (State  cost). 

Response  //6 

The  Department  concurs  with  this  recommendation.   This  will  be 
implemented  pending  the  completion  to  the  ABARS  system. 

Recommendation  #7 

We  also  recommend  that  accounts  receivable  balances  be  controlled 
by  general  ledger  entities  on  the  statewide  budgeting  and  accounting 
system. 

Response  #7 

The  Department  concurs  with  this  recommendation.   This  will  be  implemented 
in  the  1981  fiscal  year. 
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OUR  }^EW  AWVESS: 
HUckzlt  Building 

OUR  TELEPHONE: 

[406]   449-2040  -  kU  Vlvliloni 
[406]   449-2996  -  iM.   Vnpt. 


OFFICE   OF 

E.  \.  "SONNY"  OMHOLT 

STATE  AUDITOR 

COMMtSSIONER  OF    INSURANCE 
INVESTMENT  COMMISSIONER 
CENTRAL  PAYROLL    SYSTEM 


Hklena, Montana.  59601 


October  29,  1980 


Mr.  Dennis  W.  Peck,  C.P.A. 
Newland,  Horn,  Crippen  i  Peck,  P.C. 
Certified  Public  Accountants 
53  West  Broadway 
Butte,  Montana  59701 

Re:  Audit  -  Department  of  Institutions 

Pursuant  to  our  conversation,  when  you  were  in  the  office  yesterday, 
enclosed  is  our  response  to  the  recommendation  contained  in  the  audit 
of  the  Department  of  Institutions. 

rfe  would  appreciate  receiving  advance  notice  of  the  committee  meeting. 
Thank  you. 


E.   V. "SONNY"  OMHOLT 

State  Auditor  &  Ex  Officio 

Commissioner  of  Insurance 

Josephine  M.  Driscoll,    CPIW 

Chief  Deputy  Insurance   Commissioner 

JMD:s 
enc. 
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THE  INSURANCE  AND  INVESTMENT  DEPARTMENTS  WERE  CREATED  FOR  THE  PROTECTION  OF 

THE  CITIZENS  OF  MONTANA.     USE  THEM! 


RECOMt^ENDATION 

we  recommend  that  the  insurance  commissioner  take  whatever  action 
is  necessary  to  resolve  this  issue  with  i1ps  which  has  been  out- 
standing for  the  past  several  years. 

comi^;t 

Our  records  fail  to  disclose  any  further  communications  from  the 
Department  of  Institutions  since  our  letter  of  September  20th, 
which  led  us  to  believe  the  matter  had  been  resolvedo. 

However,  we  are  taking  immediate  steps  to  bring  this  matter  to  a 
satisfactory  conclusion.  Incidentally,  inasmuch  as  our  juris- 
diction over  MPS  stems  from  July  1,  1975.  with  an  additional  year 
being  granted  for  their  compliance,  we  would  have  no  authority  to 
require  payment  back  to  1973 • 
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